110 STAT. 1914 PUBLIC LAW 104-1882AUG. 20, 1996 


SEC. 1906. MODIFICATION OF RULES RELATING TO 
FOREIGN TRUSTS 
WHICH ARE/NOT GRANTOR TRUSTS. 


(a) MODIFICATION OF INTEREST CHARGE ON 


ACCUMUTAT DIS- 
TRIBUTIONS ubsection (a) of section 668 (relatina 
to interest 
charge on accumulation distributions from foreian 
trusts) is 


amended to read as foll 
"(a) GENERAL RULE or vurvoses of the tax 


determined under 
section 667( all 
INTEREST DETERMINED USING UNDERPAYMENT 
RATES 
The interest charage determined under this 
section with respect 
to anv distribution is the amount of interest 
whic wou 
be determined on the partial tax computed under 
section 667(b) 


nae the veriod aaa ohe _ paraaranbh (2) oo 


ate 
the method under Section 6621 applicable 10 


underpayments 
of tax 
(2) PERIODL2For pvurvoses of varaaravh (1). 
the period 
described in this ee is the neriod 
which ain on 
the date which is the anpleable number of vears 
before the 
date of the distribution and which ends on the 
date of the 
distribution. 
"(3) APPLICABLE NUMBER OF YEARS Hor nurnoses 
h para- 
ra 
J . c= IN GENERALMZ&The avvlicable number 
of vears 
with respect to a distribution is the number 
determi 
by ae 
(i) the sum of the products described in 
bovara- 
aravh (B) with resvect to each 
undistributed income 
yea 
; (ii) the aggregate undistributed net 
income 


The auotient determined under the 
precedina sentence 
shall be rounded under procedures prescribed 
bv the Sec- 
retarv 

SB) PRODUCT DESCRIBED/For purposes of 


a poy! Al the product described in this 


sul Barad 
with eeareE ne anv undistributed income vear 
is the prod- 
uct of— 
"(i) the undistributed net income for 
ee year, 
"(ii) the sum of the number of taxable 
vears 
between such vear and the taxable vear of 
the distribu- 


tion (counting in each case_ the 


undistributed income 
vear but not countina the taxable vear of 
the distribu- 
tion). 

“(al UNDISTRIBUTED INCOME YEAR!2For purposes 


O i 
subsection. the term hundistributed income wears 
means Vv 
prior taxable year of the trust for which therff i Ss 
undistributed 
net income. other than a taxable vear durina 
all of which 
the beneficiarv pegel iia the distribution was 
not citizen 
or resident of the United States. 

(5) TERMINATION OF UNDISTRIBUTED NET 
INCOME ot- 
withstandina section 666. for pnurnoses of ao 
subsection 
accumulation distribution from the trust shall he 
treated as 
reducina vrovortionatelv the undistributed net 
income for 
undistributed income vears, 

"(6) PERIODS BEFORE 1996/2Interest for the 
portion of the 
veriod described in naraaranh (2) which occurs 


before anua 
1996, shall be determined— J a 


